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Cordoba Governor Eduardo Angeloz, a leading figure in the Union Civica Radical (UCR) and former
presidential candidate, resigned unexpectedly on July 6, after failing to resolve the state's financial
crisis. Angeloz accused President Carlos Saul Menem of carrying out a "sinister plot, which could
bring very dramatic times for Cordoba and the country." The Cordoba situation illustrates a growing
crisis between the federal and provincial governments over economic policies. The crisis erupted in
June, after Angeloz pushed through legislation allowing him to pay public employees in government
bonds.
Public employees in the city of Cordoba, Argentina's second largest city located 700 km northeast
of Buenos Aires, took to the streets demanding the several months of back pay and pensions
owed them. The demonstrations turned violent, resulting in 50 people injured and more than
300 arrested. Angeloz appealed to the federal government for financial assistance to pay the back
wages. However, Menem steadfastly refused to assist the bankrupt state unless Angeloz agreed
to privatize banks, utilities, and other state industries, which he refused to do. In particular, the
Menem administration and Economy Minister Domingo Cavallo wanted Angeloz to agree to 100%
privatization of the profitable electric company Empresa Provincial de Energia de Cordoba (EPEC),
which has more than US$1 billion in assets and employs 4,000 workers. The provincial legislature
has only authorized the partial privatization of EPEC.
When the Menem administration refused to help, Angeloz began negotiations with private US
banks, and was on the verge of obtaining a US$150 million loan from the New York-based Dillon
Read bank. However, the Menem government refused to support the Dillon Read loan, and the deal
fell through. Angeloz accused Cavallo of sabotaging the loan during the Economy Minister's trip to
the US while negotiations were in progress. Following the outbreak of violence in Cordoba, during
which protesters ransacked UCR party headquarters, the Menem administration and Angeloz
traded accusations through paid political announcements in major newspapers. Menem said the
problem was the result of "mismanagement of public resources" by the Cordoba governor. "It is not
the nation's fault," Menem said. "It's the result of a lack of planning by the people responsible for
leading provincial governments."
On the other hand, Angeloz and other UCR leaders, such as former president Raul Alfonsin
(1984-1989), blamed provincial financial woes on the Menem administration's austerity measures.
"All this is a result of an economic policy that uses the provinces and regional economies to help its
belt-tightening," Alfonsin said. "They are extorting the provinces by holding back their share of tax
revenues and forcing them to privatize according to the government's wishes, following the dictates
of the World Bank and Inter-American Development Bank." Angeloz said the federal government
was "trying to distort the financial situation in Cordoba with erroneous data, tendentious statistics,
and partisan arguments."
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On July 6, after the governor's efforts to secure a foreign financial bailout were blocked, Angeloz
announced his resignation, which came six months before his term would have expired in
December. "I am resigning because I am not willing to get down on my knees to any messianic
technocrat," said Angeloz, referring to Cavallo. Angeloz, who lost the presidency to Menem in 1989,
had been in office for 11 years and was ending his third term as governor. His resignation left his
successor, Ramon Mestre, with problems that include a US$1 billion debt and workers who have
not been paid since April. Mestre, also of the UCR, vowed to continue opposing privatization of
the Bank of Cordoba and EPEC. "If Menem and Cavallo demand privatization as the condition for
helping Cordoba resolve its problems, let them come here and govern Cordoba," said Mestre.
However, on July 11, the day before he assumed office, Mestre announced that the federal
government had approved a conditional US$70 million loan to begin to address the economic crisis.
Mestre must either agree to the Menem administration's Fiscal Pact within 60 days or return the
money. While not specifically committing to the privatization demands, Mestre said severe fiscal
belt-tightening would be necessary, including 30% reductions in state salaries and 40% reductions in
the work week. Nationally, high unemployment, now at 14% of the economically active population,
is increasing the risk of further violence in other provinces. Some protests have already taken place
in the past several weeks in Rio Negro, La Rioja, Santa Cruz, Tucuman, and Jujuy.
As social tension has increased, political and religious leaders have called on Menem to modify the
neoliberal economic model to calm unrest in the country. Both the UCR's Alfonsin and FREPASO
leader Jose Octavio Bordon, who came in second in the May presidential elections, called for
changes. Bordon said that, after Menem's re-election, "the crisis worsened and unemployment
increased," and he warned that "this neoliberal policy will only end in repression." In addition,
officials of the Catholic Church also voiced opposition to the government's neoliberal economic
policies, and some even advocated a one-year moratorium on debt payments because of the
country's serious social problems, especially in health, education, and justice. During the violent
protests in Cordoba, the archbishop, Cardinal Raul Primatesta, had appealed to Menem to support
the Dillon Read loan and had mediated with protesters to end their strike and demonstrations.
(Sources: Inter Press Service, 06/24/95; Associated Press, 07/06/95; Notimex, 07/07/95; Reuter, 06/2426/95, 07/06/95, 07/07/95, 07/11/95; Agence France-Presse, 06/24/95, 06/25/95, 06/27/95, 06/29/95,
06/30/95, 07/03/95, 07/05/95, 07/06/95, 07/10/95, 07/11/95)
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